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Has Cost Work Gained 


or Lost in Importance? 





This Vital Question Very Definitely Answered by Numerous Replies 
to Society’s Questionaire—Prices Often Determined by Other 
Considerations, But Costs are Used for Checking Results 
and Controlling Business. 


(Prepared by the Society) 


AS cost work gained or lost in importance, and what use is ac- 
H tually made of cost records, are two questions of vital interest 

to every cost man, accountant, and probably every executive 
also. There is an impression that competition runs business, and 
costs don’t matter. In order to get definite evidence on these points, 
the Society distributed, during the past few weeks, a questionnaire 
to some of its members putting the following two questions: 

1. “Has the attitude of your management in respect to cost 
work undergone a permanent change, i.e., do you feel that in recent 
years cost work has gained or lost in importance?” 

2. “Just what are your costs used for, to determine actual sel- 
ling prices, or merely to check on results obtained from prices set by 
competition and other factors”? 

It will be noted that both of these questions were worded im- 
partially, that equal opportunity was given to reply that the value 
of costs had declined as to reply that they had increased. But each 
reply is to the effect, with more or less emphasis, that costs have 
become more important. In many cases they do not set selling 
prices, but they do determine the kind of business that will be ac- 
cepted, and help to control production. 

We are indebted to those who have taken the trouble to reply. 
A selection of the answers is printed below. Mainly because of the 
second question, most of the replies were in confidence, and they have 
all been reproduced in this way. 

Company A—A Positive Gain in Importance 

“1, In recent years cost work has gained in importance. 2. Used 

to fix selling prices and check results periodically.” 


Company B—‘“Has Gained Considerably in Importance” 

“1. Our Management has always felt the necessity for good 
cost figures; but, in recent years Cost work has gained considerably 
in importance to them and more and more information of this na- 
ture is being required by them each year. 
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“2. Our costs are used,—(a) to determine actual selling prices, 
where prices are not set by competition or other factors; (b) as a 
check on results; (c) as a comparison of performance between various 
units of the organization.” 

Company C—“Determining Whether Business Offered Should be 
Accepted” 

“In connection with the first one, namely has the attitude of 
your management in respect to cost work undergone a permanent 
change, etc., we advise that they probably gained a great deal in 
importance if properly analyzed. 

“Regarding the second question Just what are your costs used 
for, ete., we might say that our costs are not generally used to in- 
fluence selling prices. These, of course, are governed by many vari- 
ous factors which have to be met. Our costs, however, frequently 
determine whether business offered should be accepted or refused. 
They also determine results obtained, and act as a check on factory 
expenditure of money, material and labour.” 

Company C—“ Cost System Based on Reality is Greatest Help to 
Management” 

“As far as our company is concerned, we feel that our system 
has gained in importance. It has been improved in such a way that 
it represents in our monthly statements, the exact facts about the 
factory production and its cost. By these improvements better in- 
formations have been available as to capacity and possibilities of our 
various productive departments. Cost has been applied to all pro- 
ductive departments of the newspaper namely, advertising, editorial 
and circulation departments. Our Company operating a job printing 
as well as the newspaper a modern cost system has been of great 
utility in determining the factory expenses of each, as our composing 
room produces for both departments. 

“Our costs have been used also to determine a selling price that 
would meet competition. A better distribution of overhead between 
the newspaper and the job printing department has enabled us to meet 
competitors and thereby show a tangible increase in our sales. 

“In conclusion, we are convinced that a cost system based on 
reality is the greatest help to management in maintaining the level 
of sales and is also a constant check up on production.” 

Company D—‘“Has Gained in Importance” 

“We feel that in recent years cost work has gained in importance. 

“We use our costs as a basis, not only to determine actual sel- 
ling prices, in some instances, but to check results obtained by using 
competitive prices and our own estimates.” 

Company E—“We Regard Cost Work as of Major Importance” 

“In this business we regard cost work as of major importance 
and variations in costs are carefully investigated. 
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“In a general way variation in costs does not affect our selling 
price and it is only when it is found that due to increased cost of 
material, etc., the cost is out of proportion to the sale price that an 
adjustment in the sale price is made. 

“This is possible in a business such as ours where the unit sold 
is a machine selling at a fairly high price and where the units manu- 
factured do not run into very large quantities. Consequently, our 
assemblers are all experienced men and variations in cost, apart from 
fluctuations in price of raw materials, are negligible. 

“In the matter of assembling tabulating machines, each opera- 
tion has been studied and average time set. Any variation in time 
on the same operation on different machines is investigated. 

“We regard cost work and the supervision of cost as one of the 
most important departments of our office work, as it should be in 
every manufacturing concern.” 

Company F—‘Would not Consider for a Moment Any Let-down” 

“The attitude of the management of this company in respect to 
cost work has undergone a change in the past ten years in that, 
‘uring that period, they have recognized to an ever increasing ex- 
tent the value of accurate costs. We would not consider for a 
moment any let down in our efforts in this respect. 

“Due to the great length of time required to tan leather and to 
the constant fluctuation in the value of the chief raw products, i.e., 
hides, we are constantly under the necessity of forecasting our costs 
some months ahead. Selling prices are based on these forecasts. 

“The accurate costing of current production is essential in order 
to establish a monthly profit and loss statement and balance sheet, 
and in this connection the problem of measuring accurately the 
large inventory made necessary by the long process is the chief prob- 
lem. To put the answer to the second question in a few words, we 
use our current production costs to measure our progress from month 
to month, and we use the forecast of future costs to set the selling 
prices.” 

Company G—‘Could Not Operate our Business Successfully Without 
A Cost System” 

“So far as we are concerned, we could not operate our business 
successfully without a cost system. During the past few years we 
have made some changes in it but substantially it is the same system 
as when it was installed some twenty years ago. In talking this 
matter over with other manufacturers, we are of the opinion that 
cost systems as a whole have gained considerable importance during 
the past few years especially on account of the so-called “depression”. 
There is no doubt that many manufacturers have found to their 
sorrow that they did not know how to meet the price situation under 
the present conditions because they had no adequate cost system to 
help them and since then have taken steps to have one installed. 
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“Our cost system has two prime uses First, it gives us an 
accurate check on the time spent on every job and on every operation 
of that job and this system must tally exactly with the employees’ 
clock cards showing how many hours they have spent at work. We 
are specialists in our line, that is to say, the majority of our orders 
are made specially to suit the requirements of individual concerns and 
it is very hard to set a base price on a great number of lines. In 
submitting prices, therefore, we base our estimates on actual costs 
of similar jobs that have gone through in the past, and then after 
the order is completed the estimate blank and the cost sheet are 
brought together for comparison. In this way we know what each 
job costs us and we have also a permanent basis for future runs 
because our costing is all worked out on hours and minutes and not 
dollars and cents. 

“Regarding the last part of your second question, we might say 
that we do not permit our competition to set our prices but base 
them on actual! cost, plus selling expense and profits in every case.” 

Company H—“Have Made Greater Use of Cost Information” 

“Departmental and plant operating costs, as well as product 
costs, have been considered as most valuable information by the 
Management for a long period of time. During recent years, the 
Management and Department Heads have made greater use of cost 
information, through special studies, than was the case in previous 
years. 

“T would say, in our case, that regarding costs particularly have 
gained in importance and value in our organization. Product costs 
are used to determine selling prices, to determine variation from 
standard or predetermined cosis, and to determine actual profit by 
class or grade of product. 

“It might be well to differentiate between detailed operating 
plant and departmental operating cost statistics, and standard or ac- 
tual costs of finished products. The preparation of operating costs, 
charts, and special detailed reports, produced for the use of the 
Management in controlling operating costs, accounts for a large 
portion of the effort in the Factory Accounting Division. 

“It is my impression that the executives in practically all lines 
of business can well afford to use cost information to a greater ex- 
tent than is now the practice in arriving at decisions and determining 
policies, but to do this, they must acquaint themselves more fully with 
the cost information which is now or could be produced for their 
guidance, and the manner in which this information may be utilized 
to advantage. 

“Management should be in a position to show improved results 
through a clear understanding of the built-up of cost information in 
their organization and the use of this information as an operating 
control.” 
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Company I—“No Part Could be Eliminated” 

“(1) In recent years our management in its efforts to improve 
the company’s results has studied the possibility of doing away with 
some part of our Cost Systems in order to effect economies. The 
result was a definite conclusion that our cost figures were highly 
essential to the efficient operating of our business, especially in these 
times of low production and reduced profit margin, and that no part 
of our systems could be eliminated. It was then that our Cost Work 
gained considerably in importance in the eyes of our management. 

“(2) Due to the great variety of the products we manufacture 
the use of our Costs is not uniform. Generally speaking for cer- 
tain of our contracts and for our non-standard products our Costs 
are used to determine actual selling prices. On all our other work 
our Costs are used to check on results obtained from prices set by 
competition and other factors.” 

Company J—“Have Developed a Very Satisfactory Plan” 


“T shall try in the following few paragraphs to condense my 
opinion of cost work as it applies to our particular business.. 

“Up to about three years ago the Cost Department in our es- 
tablishment functioned more as a historical department than any 
vital part of the business, because we were trying to find the so-called 
actual cost of different units of our production. The costs would 
vary widely as between one period and another, depending upon the 
amount of volume going through the factory on which the overhead 
was applied before arriving at the total cost. The main functions 
of the cost department in those days was to make estimates on new 
products, or goods which were somewhat special as compared with 
our standard products. 

“The materials we use are somewhat inexpensive per pound or 
per piece, consequently the amount of clerical expense involved in 
an elaborate store system would be out of all proportion to any bene- 
fit derived from that system. Further, as costs were never obtained 
very promptly after the finishing of a job, no real attempt was made 
to cost sales and therefore a monthly statement was impossible, ex- 
cepting by taking a physical inventory, and that was such a ponder- 
ous job as to make it inadvisable to attempt it oftener than three 
times per year. Two of these were approximate only and one was 
the annual physical detailed inventory. 

“We had been making a careful study of the principles of stan- 
dard cost as they might be applied to our business. We succeeded 
in adapting this in a very simple form to our particular business about 
three years ago. We commenced to really operate on standard costs 
in January 1933. We made our first attempt at a monthly statement 
at the end of that month without a physical inventory of any kind. 
We have carried this on meantime and have developed it into a very 
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satisfactory plan in conjunction with a budget set up so as to be 
easily checked against performance. 

“Out of all this, our management has, every month, vital facts 
of the business sufficiently accurate for all practical purposes, so that 
we know how the results of each month compare with the Budget. 
How our cost in each manufacturing unit compares with what they 
should have been according to standard, and without being buried in 
too much detail. We know the monthly amount of the inventories 
classified sufficiently for our own control purposes. We know our 
gross trading profits by lines and by districts based on a standard 
cost that is leveled throughout the year, therefore not subject to the 
varying or fluctuating cost which in the past was so confusing and 
misleading, when we attempted to compare one district with another, 
or one period with another based on so-called actual costs. 

“You may surmise from the foregoing that our cost work is dove- 
tailed very closely with our general accounting, it fact it is absolute- 
ly tied in, and I am glad to say that the adjustments to our physical 
inventory at the end of the year have been unimportant, and have so 
far been on the right side, proving that the standards we have set 
up are conservative enough to avoid disappointments that might 
occur at the end of a year, in the absence of physical inventories 
periodically. 

“Our costs and the monthly reports resulting from them, are 
used chiefly by management to check efficiencies, expense ratios, and 
as a semaphore to promptly check any unit that is going wrong as 
compared with standard. The second use is in connection with the 
control of prices, because although selling prices in these times are 
set with a view to meeting competition, there is less tendency to go 
wild in that direction when one knows his costs, especially when you 
know how far down you can go on any line of product before you are 
better off to refuse the business at the price offered. This is accom- 
plished by keeping the fixed portion of the overhead separate from 
the variable or out-of-pocket expense. The same costs are used in 
the odd cases where we sell goods of a special nature on a cost plus 
basis. However, there is very little of this in our business as we are 
making standard products, in perhaps too many finishes these days, 
but the selling price must be set before the goods are sold. 

“This work was accomplished in our organization after careful 
study and after the elimination of all unnecessary detail work, with 
no addition to the cost and accounting staff, by a close synchronizing 
of the work of the time-keeping department, cost department and 
accounting.” 


(Further replies will be printed next month, and others will be 
welcomed). 
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Evidently they are having trouble about the profit motive, and 
capitalism in general, ‘““way down under’ in New Zealand. The fol- 
lowing interesting editorial on this subject is quoted from The Ac- 
countants’ Journal of New Zealand:— 


66 HEN introducing his paper “Developments in Accounting 

Practice” at the Accountants’ Convention held in Auckland 
in February, Mr. G. S. Crimp, F.P.A.N.Z., of Hamilton, made some 
pertinent comments regarding the tendency in New Zealand to re- 
gard liberal dividends as suspect, and to limit the rewards of capital. 
As Mr. Crimp pointed out, unless some provision is made for increased 
emolument to those who provide the sinews of industry, efficiency in 
management is apt to be discouraged. The speaker stated that our 
attitude in this Dominion towards profit is entirely wrong and that we 
are fostering a public opinion that it is almost a crime to make a good 
return on capital. If a public company were to announce a substan- 
tial dividend such as is common in England there would probably be 
an outery for a commission of enquiry, whereas the payment of five 
per cent. in the case of an inefficient concern would pass unnoticed. 
In subsequent discussion Mr. Crimp’s views were endorsed by several 
speakers who deprecated the tendency to view with suspicion the 
earning, by sound organisation and prudent management, of honest 
profits of more than average dimensions. 

“Some two or three years ago, Sir George Elliott, who was then 
Chairman of the Bank of New Zealand, drew attention to this same 
phase in our business life, and he rightly pointed out how this attitude 
on the part of the public would have repercussions which might 
seriously affect the welfare of the very people who were so ready 
to criticise. In these days when the whole economic foundation of 
society is being challenged, it is perhaps not to be wondered at that 
the misguided should, in their zeal to find a cause for the depression, 
rail against the commercial system and blame successful enterprises 
for what they consider to be the inequitable distribution of wealth. 
Those who know little about the conduct of business not infrequently 
think that a large company is owned by a few wealthy individuals 
whereas in the vast majority of cases it merely represents the aggre- 
gation of capital of hundreds of comparatively small investors. In 
the case of the Bank of New South Wales, for example, there are 
14,737 shareholders with an average holding of 29.79 shares, over 
63% having 20 shares each or less. 

“One of the principal reasons why huge deposits of money are 
held idle by our banks to-day is because those engaged in trade and 
industry cannot see how they can use more capital profitably. The 
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restoration of the profit motive is an essential to full recovery and 
without it the most effective economic driving force is lacking. Not 
only would more men be placed in useful employment if industrialists 
and others could use the funds which are readily available for worth- 
while enterprises, but in many instances companies which now have 
large sums earning a low rate of interest on fixed deposit would re- 
lease this frozen capital if they had some assurance of a fair return. 

“If the history of most of the successful companies in this Dom- 
inion is studied, it will be found that over a long period of years the 
shareholders have not hed an undue return on their capital. There 
have been some notable exceptions, but as against these it must be 
remembered that only a small percentage of companies succeed, and 
in the mass capital has to pay a heavy toll every year for which might 
be termed the experimental side of business enterprise. This is a 
factor which as a rule is entirely overlooked. During the past four 
or five years hundreds of business concerns in New Zealand have 
either ceased to pay dividends or they have had to curtail their return 
to a moderate percentage. In countless instances they have not been 
able to weather the storm and the entire capital has been lost. In 
many cases, thanks to conservative and prudent management in past 
years, it has been possible to accumulate reserves and with the aid of 
these the directors have managed to release a moderate return on capi- 
tal. That no doubt has been the case with our banking institutions 
which from current earnings could scarcely have maintained even the 
low rates of dividend paid had it not been for their reserve strength. 
And yet we venture to state that if a company which has returned 
nothing to shareholders for the past five years now had a good year 
and was able to pay, say, a 20 per cent. dividend, a certain section of 
the community would wax eloquent as to the scandalous return to 
capitalists though in actual face over the six-year period the yield 
would be less than 4 per cent. That the bulk of the shareholders have 
small incomes and the loss of dividends has meant severe hardship 
to them, seems to count very little with the critics. 

“The fact that so many of our companies have been able to sur- 
vive the effects of the slump is a tribute to the sound policies adopted 
in the past in the way of building up reserves and of meeting falling 
returns by a rapid adjustment in expenditure. In this connection 
members of the accountancy profession have played an important 
part in the way of inculcating amongst business leaders sound prin- 
ciples in finance and management. It is now necessary, however, to 
go further and instil into the minds of the public generally the need 
for cautious management and the necessity for the creation of reserve 
strength to meet contingencies in the future. It is also desirable that 
the man in the street should be taught that if capital has to take a risk 
it has to be paid for that risk and that unless a fair return is forth- 
coming business enterprise will be stifled. In many ways accountants 
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ean do much to bring about a better appreciation of just what capital 
means in the social fabric, and unless this is done the reckless theories 
of irresponsibles with no stake in the Country will ultimately wreck 
what has been built up over the last century. 

“It was suggested by Mr. Crimp that the encouragement of effi- 
ciency of both management and employees by the sharing—on an 
equitable basis—of profits above a fixed return on capital would be a 
solution of the problem, and that the sharing by labour of the returns 
from industry would do much to counteract the agitation for a change 
in our social system. Unfortunately since the depression the prin- 
ciple of profit-sharing has been rather in the discard because exper- 
ience has shown that while labour is keen enough to share profits it 
is not so enamoured with the idea of sharing losses. At the same 
time we believe that the getting together of capital and labour and 
the working out of an equitable scheme for the adequate remunera- 
tion of both parties is desirable and could be profitably introduced in 
many cases. This again, is an aspect that is deserving of more atten- 
tion on the part of members of the profession.” 





The Menace of Silver 


(Reprinted from The Accountants’ Magazine, Edinburgh) 

HE silver policy of the United States Government is having some 
T amazing and most perturbing results. In their immediate ob- 

jective the measures of the American Treasury have been emint- 
ly successful. They have driven the price of silver higher than it has 
been since 1920 The new policy was initiated in December 1933. In 
that month the American Government undertook to buy silver at 
64.64 cents an ounce. This was a domestic price, but the international 
price climbed up in sympathy. By the beginning of this year it was 
54 cents, and in April it practically drew level with the American 
domestic price. Then President Roosevelt announced a rise in the 
Treasury price to 71 cents, following the world price shot up to 69% 
cents. A further advance in the official price was then made to 81% 
cents. But the failure of the President to announce any further rise 
drove it back to 76 cents. All these price movements, it will be rea- 
lised, were accompanied by an orgy of speculation in the silver mar- 
kets. Everywhere supplies of the white metal were bought up and 
held for a rise. This scramble for silver has had most damaging con- 
sequences for the countries which still use silver in their currencies. 

One discouraging feature of the American buying programme 
is that its end cannot be forseen. The Silver Purchase Act provides 
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for the accumulation of silver reserves until the monetary value of 
the silver acquired equals 25 per cent of the total metallic stock of 
gold and silver, or until the price of silver reaches 1.29 dollars per 
ounce. As regards the first condition, it must be remembered that 
the stock of gold is not a fixed quantity. Recently it has been in- 
creased, owing to America’s favourable balance of trade, and it may 
increase again. So that it is impossible to assign any limit in this 
direction to the quantity of silver that may have to be purchased to 
fulfil the statutory obligation. As things are at present, a billion 
ounces will be required to meet the provisions of the law. But this 
cannot in any way be regarded as a maximum. Then as regards the 
price of silver fixed as a limit. The silvermen chose 1.29 dollars, be- 
cause under the old currency laws this was the price required to re- 
store the relation between gold and silver dollars to the historic ratio 
of 16 to 1. But the devaluation of the gold dollars has upset this 
calculation. The reduction of the gold content of the standard coin 
has made the relation between white and yellow dollars not 16 to 1 
but 27 to 1. To get back to the old ratio the Treasury price of silver 
will have to be fixed at 2.18 dollars per ounce. And this is now the 
new goal to which the silvermen aspire. It is hardly possible to 
place any limits to the amount of buying that will be required to 
realise this price. 

A paradoxical result of the American Government’s action has 
been to produce a relative scarcity of silver. The silver-buying policy 
saw introduced because silver was too plentiful. It is being continued 
when something like a silver famine is in sight. The shortage of the 
white metal is, of course, partly due to the action of the speculators 
in holding up supplies, but most of it is due to the enormous scale 
on which the buying policy of the American Treasury is being 
applied. fiSupplies of silver are not unlimited. The world’s annual 
output is only about 200 million ounces, and a large part of this is 
earmarked for industrial and artistic purposes. India has large 
hoards of silver, but by the London agreement (adopted in the in- 
terests of the silvermen) the Indian Government is bound to put no 
more than 35 million annually on the market. China also has plenti- 
ful stocks, but her Government is making strenuous efforts to prevent 
the export of the white metal. There are indications that the Ameri- 
can Treasury is having some difficulty in fulfilling the programme 
prescribed by the law, all the usual sources of supply having been 
drained nearly dry. 

In the United States, banking and financial interests are watch- 
ing with considerable anxiety the progress of the Government’s pro- 
gramme. The value of the accumulated silver stocks is a highly in- 
flated one, due to temporary circumstances. The Government stands 
to lose heavily if ever these stocks have to be realised. What in such 
a case will happen to the credit structure that has been erected on 
these silver reserves? It is probable that the loss on silver will have 
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to be made good by selling gold. With dwindling gold stocks, there 
is a real danger that the country may be forced on to a single silver 
standard. To such a standard, American bankers are unalterably op- 
posed, and it is certain that all their influence will be mobilised in 
defence of gold. Silver may again prove the rock on which the for- 
tunes of the Democrats will founder, as they did in the eighteen- 
nineties. 

Abroad, American monetary policy continues to sow desolation 
among the silver-using countries. China is in the grip of a deflation 
crisis, and a series of bank failures is an indication of the precarious- 
ness of her position. The country is being drained of its circulating 
medium, while the appreciation of the Chinese currency compared with 
those of Europe and America has fatally handicapped Chinese pro- 
ducers in foreign markets. Not being able to sell, China is unable 
to buy, and the increased consumption of Western commodities by 
Orientals (confidently prophesied by the silvermen) has not materi- 
alised. From the United States, Chinese imports have fallen off by 
about 20 per cent. 

Mexico is another country which is going through an uncomfort- 
able experience because of policies concoted at Washington. The rise 
of silver prices has led to the melting down of her silver coins, which 
she has had to withdraw in favour of paper. It is one of the ironies 
associated with the silvermen’s policy that everywhere it is tending 
to drive the silver-using countries off a metallic currency altogether. 
What the position of silver will be when there are no silver currency 
countries left, it is easy to imagine. It is then that the American 
Government will feel the inconvenience of its colossal silver hoards, 
which will be about as valuable as wads of the old Continental cur- 
rency or repudiated bonds of the State of Missouri. 

Mexico, unlike China, is a silver-producing as well as a silver- 
using country, and the high price of silver confers on her some bene- 
fit, though it is questionable if this is adequate to compensate her for 
the disorganisation of her currency. But there are other countries, 
like India and Spain, which are also threatened with monetary dis- 
turbance without the prospect of any compensation. At a time 
when the world’s monetary system is in such a state of chaos, the ad- 
dition of another unsettling factor in the shape of silver is a most 
regrettable development. 

It is not likely that President Roosevelt is worrying very much 
just now about silver. He has more pressing and harassing things 
to think about. But it is not improbable that the future historian 
may reckon his silver policy as one of the chief blots of his adminis- 
tration. It is a policy which has carried distress and disaster into the 
midst of innocent populations, and it was adopted solely in obedience 
to the dictates of political expediency. The price of silver was arti- 
ficially inflated to keep the silver States true to their hereitary al- 
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legiance to the Democratic Party, a transaction in the worst traditions 
of American log-rolling. Roosevelt has sacrificed principle to expedi- 
ency, and his reputation with posterity is bound to suffer for it. 





DEATH OF PAST-PRESIDENT 
HARVEY E. GUILFOYLE, F.C.A. 

Harvey Edward Guilfoyle, F.C.A., president of our Society 
in 1931-32, died suddenly in St. John, N.B., on October 14th, 
and in his death our organization has suffered a deep loss. 
Mr. Guilfoyle was born at Lucan, Ont., in 1887, educated in 
Ontario schools, and after spending some years in early train- 
ing in accounting and law, he joined Clarkson, Gordon and 
Guilfoyle, Toronto, as a student. In 1918 he passed the final 
examination of the Institute of Chartered Accounts of On- 
tario, and was admitted to partnership with his principals in 
1921, the firm later becoming known as Clarkson, Gordon, Dil- 
worth, Guilfoyle and Nash. He was elected to the Council of 
the Institute in 1924, and became its president in 1930. Having 
been active in the affairs of the Dominion Association of Char- 
tered Accountants, he was elected president of it in 1935— 
just a few weeks before his death. Mr. Guilfoyle was success- 
ful both in business and in organizations, having that rare 
combination of definite opinion, aggressive policy, and at the 
same time the spirit which enabled him to fully consider the 
views of others and to co-operate with them. His courtesy 
and tact were outstanding features of his personality. 











B. A. DUGAL HONOURED 
B. A. Dugal, Superintendent of Insurance of the Province of 
Quebec, member of our Society for several years and now a director 
of our Montreal Chapter, was elected president of the Association of 
Superintendents of Insurance of the Provinces of Canada, at its an- 
nual meeting held in September, 1935. 
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Primary Production Stimulates 


All Business 


Improvement in Both Prices and Volume in Farming and Other Basic 
Industries Distributes New Buying Power Which Helps 
Other Lines to Recover 





By W. A. McKAGUE 


HE business recovery which has been under way since early in 
T 1933 is running true to form, in that the first fruits have gone 
to the so-called “primary” producers—those who extract wealth from 
the soil, the forests, the mines, the sea, the fur-bearing regions ,and 
from our water power resources. Right now, while our big cities 
and most of our industrial] centres are still struggling with unemploy- 
ment and relief, many of our towns which serve agricultural and min- 
ing areas are comparatively busy and optimistic. They are already 
feeling the stimulus which has come to their communities through 
better prices and better markets for primary products. 

Wheat, which in the worst of the depression sold as low as 40 
cents, has climbed to near the dollar mark, in fact a few weeks ago 
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PRIMARY PRODUCTION STIMULATES ALL BUSINESS 


there were transactions at that figure for delivery next May. Grains 
as a whole average higher than in 1934. Live stock and dairy pro- 
ducts, even such farm specialties as tobacco and sugar beets, are 
bringing better prices. Copper is over nine cents a pound for the 
first time in several years, and the other Canadian metals have gained 
substantially. The price rise has spread to lumber, furs and fish, 
at least in enough grades or localities to help the producers as a 
whole. 

This is by no means a farmer’s or primary producer’s recovery, 
to the exclusion of other classes, however. In nearly every business 
cycle, they suffer first in the decline, and prosper first in the upturn, 
but in each case it is inevitable that their condition spread gradually 
to other branches of trade and to the public generally. At the pre- 
sent stage, the basic producers are receiving more actual cash each 
week and each month, with which to pay accumulated taxes and debts, 
to buy comforts and improvements, even luxuries. 

Volume as well as prices has gained, because increased world 
demand is really behind the price rise. The two factors combined are 
adding, not a mere trifle, but actually hundreds of millions of buying 
power. 1935 values can now be fairly estimated on the basis of 
the ten months which have passed, and while every branch of primary 
production should gain in 1935, the outstanding feature of the year is 
in agriculture. With the yields estimated by latest reports, the field 
crops of Canada in 1935, at prices being realized now during the 
marketing season, should be worth close to $700,000 000 as compared 
with the government figures of $545,000,000 for 1934, and approxi- 
mately $453,000,000 each in the years 1933 and 1932. In quantities of 
grain alone, some 850,000,000 bushels has been estimated, as compar- 
ed with 670,000,000 bushels last year, while grain prices average 
about 10 per cent over last year. Added to this, in farm values, 
will be a large figure representing increased returns from live stock, 
dairy produce, and other sales. 

Associated with each branch of primary production is one or 
more industries directly dependent on it. The farm implement in- 
dustry is a clear example, for obviously it can sell to the farmers 
only, and will directly reflect in its own condition, the experience and 
prosperity of the farmer. Industries dependent on the mines, forest 
operations, etc., show a pesistent change for the better, though in 
the current year it is likely to be less pronounced than in those con- 
cerned with farm business. 

Beyond this dependent group of industries, of course is the busi- 
ness structure of the country as a whole, drawing its trade from the 
general benefit from prosperty in the basic lines. Money in the pocket 
of the primary producers means more business for the jeweller, the 
garage, the confectioner, the insurance agent and the banker; no ilne 
of business will be overlooked. 
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Imperial Oil Policies and 
Practices 


(From a statement by L. C. McCLOSKEY, Vice-President, before 
Royal Commission on Petroleum and Coal Industries at Vancouver, 
July 22, 1935) 


MPERIAL OIL LIMITED has been in business fifty-five years. It 

has developed from a small organization to one that is inter- 
national in scope. It engages in producing, refining and marketing 
operations in Canada, and, through subsidiary companies, in produc- 
ing, refining and marketing in South America, where its subsidiaries 
operate refinedies at Barranca Bermeja, Colombia, and at Talara, 
Peru. Its marketing activities in South America extend from the 
Panama Canal to the most southerly point of the continent, and it 
supplies large quantities of petroleum to European markets. It owns 
and operates extensive transportation facilities such as ocean and 
lake tonnage, pipe lines and railway tank cars. In Canada it operates 
seven refineries located at Dartmouth, N.S., Montreal East, P.Q., 
Sarnia ,Ont., Regina, Sask., Calgary and Coutts, Alta., and Ioco, B.C. 
It has also a small refining unit at Fort Norman, N.W.T. It has 
more than 1,500 bulk distributing plants throughout Canada, and so 
is able readily to lay down products at any point where they may be 
required. 

Imperial Oil Limited operates on very simple and logical prin- 
ciples of commerce and economics. Its extensive ramifications neces- 
sarily centralized control, which is in the hands of a Board of six 
Directors, whose offices are in Toronto. This is a working Board 
and each Director is the head of one or more departments. 

The purpose of Imperial Oil Limited is to render important ser- 
vices in return for a reasonable profit. It is in business to make 
money just as everyone else, but it believes there is more to business 
than profit only. In the Company’s opinion, business should have 
a three-fold objective: 

1. Proper and just treatment of labour. Labour must enjoy a 
purchasing power sufficient to enable it to play its role in a 
well-balanced economic system. 

2. Proper and just prices to consumers. Low costs of produc- 
tion, which can be obtained only through prices that are at- 
tractive to consumers. 

3. Protection for investors. Stocks or other securities must 
represent real value in exchange for the investor’s money. 
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IMPERIAL OIL POLICIES AND PRACTICES 


Such securities must have behind them the assurance of 
sound management and prospect of reasonable returns. 


Labour 

In respect to labour, the policies of Imperial Oil Limited are 
based not only on the belief that labor is entitled to fair treatment 
and good wages, but also on the knowledge that efficient and econ- 
omical conduct of an industry depends to an important degree upon 
continuity of operation. There must be freedom from interruption, 
whether due to labour unrest or other causes, so that the consumer 
of the industry’s products may be assured at all times of a depen- 
dable and consistent supply. 

In its fifty-five years of business, Imperial Oil Limited has never 
had a strike or lock-out. It has always employed Canadian labour 
in this country, and considers that it has always paid fair wages. 

Imperial Oil Limited has sickness and death benefits applicable 
to every employee, and of these it bears the entire cost. It has a 
pension plan to which it is the most substantial contributor, and a 
group insurance scheme to which it contributes the premium in part. 
In 1932 it adopted the forty-hour week to expand employment. It 
gives its workers a voice in the discussion of Company policies that 
directly affect them. Of its 55,000 shareholders in Canada, more than 
5,000 are employees. It was the Company that interested and helped 
these employees to acquire this stock ownership. In the Company’s 
experience, ownership of capital stock of an industry by employees 
of that industry is of great value because it promotes efficiency, en- 
courages thrift and enterprise, and otherwise results in more com- 
petent and economical operation of benefit both to the industry and 
to the consuming’ public. 

With regard to proper and just prices to consumers, Mr. A. E. 
Halverson, Director and General Sales Manager, is here to submit all 
the data which the Commission requires. 

Finances 

The capital structure of Imperial Oil Limited is extremely simple, 
and involves no complicated methods of financing. There is only one 
kind, and there never has been any other kind of capital stock in 
this Company. It is all common stock. Imperial Oil Limited has 
no funded indebtedness. It never issued debentures, bonds or pre- 
ferred stocks of any kind. In its cost figures there is no charge 
for funded debt, nor is there any charge for interest on capital in- 
vestment, because its capital structure is as outlined. Had the Com- 
pany listened to the siren songs of money-lenders and promoters 
during prosperous times, instead of investing some of its earnings 
in expansion and development and paying its way as it went, its 
situation would not be the happy one that it is to-day, and the share- 
holders would have suffered. 
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There has been submitted to your auditors a statement showing 
the invested capital of the Company in British Columbia. It is hoped 
that this statement will establish to the satisfaction of the Commission 
the absence of any inflation in the Company’s figures; for instance, 
not one dollar is carried on the Company’s books for goodwill. Any 
depreciation charges do not exceed the rates in the Federal Govern- 
ment schedules. It is our submission that Imperial Oil Limited has 
been reasonably successful in the operation of its business because 
its labour policies have promoted efficiency and insured dependability 
of supply, because it has continuously engaged in research to im- 
prove its products and to develop new markets and new products, 
and because in the sunny days it did not wander off into the lusher 
pastures of high finance. 

Coal and Petroleum 

In British Columbia, as elsewhere in the world, coal is in com- 
petition with other fuels. This may be regrettable, but it is un- 
avoidable. In our opinion the coal industry is now in almost exactly 
the same position as was the petroleum industry some years ago when 
electric light ousted the kerosene lamp. The petroleum industry then 
was faced with a rapidly-dwindling marked for its major product, 
kerosene. The crisis was averted by the evolution of the internal 
combustion engine. In this the petroleum industry played an im- 
portant part by developing fuels that increased the efficiency, service 
and value of the internal combustion engine, thus extending its use 
and enlarging the market for petroleum products. 

Because the livery stable has given place to the garage, it is 
not suggested that the horse is entirely displaced in our scheme of 
things. The horse has its uses, but it cannot and never could do the 
work of the interna clombustion engine. Likewise there are limits 
to the usefulness of coal, in so far as its application has until now 
been developed by the coal industry. It is not in line with modern 
thought that inventive genius should be hobbled so as to preserve the 
old order. Rather, it should be stimulated to accelerate the develop- 
ment of new and better ways of doing things. The evolution of the 
modern passenger and cargo vessels, the development of the Diesel 
engine, and the greater efficiency and higher performance required 
by industry and transport, all have been irresistable forces that 
have worked against the interests of coal. 

Tariff Protection 

Reference has been made before this Commission and before the 
Tariff Board to an alleged monopolistic character of the petroleum 
industry, and to some mysterious agencies which interfered with 
sources of supply for so-called independent marketers. Anyone who 
will for a few minutes around Vancouver or Victoria or any other 
city in Canada, will perceive how ridiculous such suggestions of 


monopoly are. Instead of monopoly, there is excessive competition 
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resulting in an extravagant and unnecessary duplication of sales 
outlets. Imperial Oil Limited has not been a party to this. It 
pioneered the petroleum industry in this Province in such a way as 
to provide continuous employment at fair wages for a large number 
of people, and to afford a sufficient and dependable service to all 
consumers. There is not one point in this Province where motorists, 
miners, fishermen or lumbermen may require petroleum products 
and at which they are unable to procure them from Imperial Oil 
Limited. Now the Company is paying numerous penalties for its 
pioneering effort. Onerous regulations which applied when it es- 
tablishes its services at various points have been abrogated or re- 
vised to the advantage of newcomers who, in this Company’s opinion, 
provide no necessary service. 

With regard to suggestions that some mysterious influence im- 
pedes the flow of petroleum products to so-called independents, that 
is pure fiction. Anyone who has the money can buy cargo lots of 
gasoline or other products at Pacific Coast points. There are plenty 
of refiners and marketers who are not only willing but eager to sell. 

Recently when the Tariff Board sat in Vancouver, one of the 
Counsel discussed the “Sales Realization” method of accounting, and 
probably made a case that would seem plausible to those who are 
not acquainted with its application and with the conditions gover- 
ning the operation of the petroleum ndustry. The Sales Realization 
system is a recognized system which Imperial Oi] Limited has always 
used in costing products and determining inventory values. To the 
knowledge of the Company there is no better system to give a true 
picture of costs and values and, as with any system, temporary tech- 
nical irregularities of markets cannot be accepted as a principle 
by which to condemn it. Our Company’s business is that of buying 
crude oil and processing and selling the products of that crude oil 
it pays for it on the basis of what the crude contains. A crude oil 
that is rich in gasoline commands a higher price than a crude oil 
which contains a small quantity of gasoline. A crude oil having a 
large fuel oil content brings a lower price to the producer than a 
crude oil which has a small fuel oil content. What the refiner must 
do is to buy the crude oil that will most readily meet the needs of 
the territory served by the refinery in which that crude oil is to be 
processed. 

In all the principal crude oil producing fields in the Western 
Hemisphere the price of crude oils increases as the gravity becomes 
lighter or, in other words, as the gasoline content increases; and, 
conversely, the price declines as the fuel oil content increases. This 
is a condition not peculiar to the American fields but to other oil 
fields throughout the world. 

If we buy our raw materials on the basis of the value they con- 
tain it is only reasonable that we should account for them on the 
same basis by apportioning the costs in relationship to the prices 
paid for the raw material as determined by its content of various 


products. 
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“BUSINESS ORGANIZATION AND ADMINISTRATION” 
By W. A. McKAGUE 
Reviewed by LORENZO BELANGER, C.P.A. 

HE contributions to “a famous five foot shelf” of Canadian busi- 
T ness literature are gradually falling into line. 

“Business Organization and Administration” follows the trerd of 
prior productions of various Canadian authors in accounting, finance 
and economics. The subject matter scattered over many bcoks of 
American and English origin is now dealt with according to Cana- 
dian proportions and conditions within three hundred pages. This 
book is no means an exhaustive study. It is an ititiation to the theory 
of business and a guide in the practice. 

The author presenting his book writes in the preface: “To the 
junior in business, it should broaden his undedstanling of his job; to 
the student of economics, it should help to bridge the gap between 
economic theory and the complexities of actual business practice; to 
the executive, it may prove a source for ideas which are not developed 
in the day to day practice of business.” We may add that each and 
every chapter will help the lecturer and the professor in many ways. 
The arrangement is such that after dealing with the general economic 
principles and forms of business each chapter covers on phase or sub- 
division with economic definitions and observations. 

Chapters I to VI explain “The nature and objects of business,” 
“Interests in business” and “Economic 


’ 


” 


“Legal forms of business, 
classification of business.” 
Chapter V: “Economic factors in business,” shows the relation 
between “science of economics and science of business,” “growth of 
business in Canada” etc. Under this heading the author puts a ques- 
tion which would prove excellent material for a debate: “Will the 
manufactuder be strong enough to choose his outlets and control the 
retail price? Or will the big retailer be in control u-ing the manu- 
facturing equipment and organization, of the country as sub:diary to 
his business?” As a corollary one may ask: What of the wholesaler 
and of the small retailer and of the role of the banks as lenders or 
the public as suppliers of capital to the manufacturer, to the whole- 
saler and the retailer? Another book could be written on this subject. 
Chapter VI deals with “Product or service and its price.” This 
is followed by “Markets” (Chapter VII): Talking of the domestic 
markets the author has not overlooked the “difficulties of race, lan- 
guage and transportation” that present themselves in direct selling. 
The same point is found later under advertising. 
In chapter IVII: “Location,” we fin] an excerpt from an excellent 
paper by Professor R. R. Thompson, of McGill School of Commerce. 
Chapter X on “Sales” opens with query: “Is sales effort neces- 
sary in business? This may sound peculiar and the answer may be 
discussed. This chapter is followed by “Advertising.” 
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The next chapters XII to XV deal with industrial organization 
and production with graphics, forms and quotations. “The forms,” 
says the author, “are merely to indicate some of the detail of the 
business and are not intendel to constitute a complete system of 
records.” A substantial quotation from a paper of D. R. Patton, 
C.A. on “storeroom routine” closes chapter XV. 

Chapter XVI. Labour, is perhaps the most important. Remun- 
eration ard incentives, direct and indirect, profit sharing and welfare, 
control over all subdivisions are briefly dealt with but they show the 
way to further developments. 

This section closes with a chapter (XVII) on “deliveries and 
packing.” 

The author now turns to finance. Chapter XVIII deals with 
“Credits an] Collections” immediately followed by chapters on “Ac- 
counts and Finance.” The first subtitle “accounts record money 
values,” defines “money” and the mechanism of exchange. This may 
be considered as a detail but like many other definitions in this book, 
it helps to co-ordinate and clarify concepts, so vague in the mind of 
a business man, that they are rarely properly understood. 

Some statements as to inventory valuations, depreciation, etc. 
are debatable, the place of reserves in balance sheets may be teh 
subject of a lively conversation, but when and where will the argument 
end? One may just as well start something about “interest being 
part of the cost,” if an endless talk is contemplated. The author 
did not touch this point and he did right. 

The material organization of “the office” is found under Chapter 
XXI. 

Chapter XXII: “Requisites of business success”, opens with 
what may be termed an axiom or what we call in French. “Une 
vérité de Lapalisse.” A truth so evident that it does not require 
demonstration. Mr. McKague writes.—“The success of a business 
results from a capable executive or management and a control over 
the various departments, which allows for initiative among all its 
employees and at the same time imparts to the whole organization the 
qualities which are essential to success.” The author goes on with 
the chief qualities as being: “Honesty, Knowledge, Efficiency, Aggres- 
siveness, Co-operation.” Very seldom an author will mention the first 
two. The reader will be left to his own thoughts about honesty. As 
to knowledge, if we look over the records of the Dominion sales tax 
department, we find over twenty thousand licensees that are assum- 
ed to be manufacturers. The list of licencees for the purpose of the 
Montreal sales tax contains more than five thousand names of retail- 
ers. The Dominion statistics will give you more accurate figures for 
the entire country. Compare them with the number of members in 
Canadian Society of Cost Accountants and Industrial Engineers and 
other bodies of old and young students of the science of business. 
You will have the solution to the problem of many failures. 
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In “Government and business” (Chapter XXIII) the opening re- 
marks about government control as an aid to business, the politi- 
cians, and the traders are terse and to the point. Import and Excise 
duties etc. are briefly studied under various aspects. 

The last chapters dealing with “Statistics”, “Business planning” 
and “Trade associations” complete a useful book. 

A prominent professor, after deading “Business Administration 
and Organization” remarkel that if McKague had written this book 
a few years ago, it would have saved him many hours of research 
in many volumes to bring up his lectures to modern Canadian re- 
quirements. 

At the end of each chapter we find examination questions. For 
the current reader they are resumé easily memorized. The sources of 
information are clearly indicated and they are well chosen. 

Mr. McKague is not a professional accountant nor a business 
executive. He is a business economist who takes advantage of his 
contact with all classes of men in business, through his varied activi- 
ties and returns the knowledge thus required in service and sound 
advice to the community. 











| REFERENCE LITERATURE | 


RECEIVED IN OCTOBER 








Budgetary Control, A Review. The Accountant ,October 12. 

Production Management Technique. The Accountant, October 19. 

Capital Assets, Accounting for. Journal of Accountancy, Oc- 
tober. 

Straight-Line Method, a Defence of the. Journal of Accoun- 
taney, October. 

Sales Below Cost, No. Journal of Accountancy, October. 

Containers, Practice in Accounting for Returnable. National 
Association of Cost Accountants, October 1. 

Check Writing, Mechanical. National Association of Cost Accoun- 
tants, October 1. 

Inter-Unit Accounting Methods, Some Aspects of. National As- 
sociation of Cost Accountants, October 15. 

Plant Equipment Forms. National Association of Cost Accoun- 
tants, October 15. 

Capital, Accounting for. Accountants’ Journal, October. 


342 





] 
(1 





CHAPTER NOTES 








| CHAPTER NOTES 











TORONTO 


The opening meeting of the season, for Toronto Chapter, was 
on October 28th, at the Royal York Hotel, when Brig. Gen. Charles 
H, Mitchell, Dean of the Faculty of Applied Science of the Univer- 
sity of Toronto, addressed us on Transportation in Relating to our 
Resources. His address provided a thorough survey of leading forms 
of transportation, their development in the past, their present status, 
and the outlook. A copy of it will be available for publication 
shortly, we believe. Two or three questions provided some discus- 
sion after the meeting. The attendance was 44, which is a little be- 
low our average, but the continuance of summer weather so late 
into the autumn has prevented the thoughts of many from turning 
to evening meetings as yet. 

The Toronto board is proceeding from month to month with 
meeting arrangements, and for November a plant visit is being ar- 
ranged, which details of which will shortly be announced, and which 
should be of exceptional interest. 

Chairman Dingle is just now on an extended trip through the 
west, but Bruce Taylor, treasurer of the Chapter, filled the chair 
most capably at the Octcber meeting. Several new members and 
guests were introduced. 





MONTREAL 
Reported by H. S. MacNeice 


The confidence instilled into the members of the Montreal Chap- 
ter by the success of the annual banquet, reported in the last issue 
of “Cost and Management” has been justified by the equal success 
of the first lecture meeting of the season. 

On Friday, October 18th, 65 members met in the Arts Buliding, 
McGill University, and very keen attention was given to addresses 
by Mr. Harry Gould, Montreal Board of Trade, and Mr. L. Belanger, 
Montreal Chapter, C.S.C.A., and I.E., who spoke on “Montreal Civic 
Taxation with Particular Reference to the Sales Tax” and “Provincial 
Corporation Tax,” respectively. The enthusiasm of those present was 
so apparent that Mr. L. N. Buzzell’s review of the addresses was 
received with as much interest as was accorded the first speaker. 

This season a new departure has been inaugurated. The first 
thirty minutes of each meeting will be devoted to questions by mem- 
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bers on problems of cost accounting which they have met in their 
daily work, and which they have experienced difficulty in solving 
These questions will be answered by the more experienced members. 
It is felt that this half-hour should prove both interesting and in- 
structive, particularly to the younger members. 

Other chapters of the Society are reminded that should any of 
their members find themselves in Montreal when this chapter meets, 
they are very cordially invited to attend. Meetings scheduled for 
November are as follows: 


Date: November 15 November 29 

Time: 8.00 o’clock, p.m. 8.00 o’clock, p.m. 

Place: Arts Building, McGill Uni- Arts Building, McGill Uni- 
versity. versity. 


Speaker: Mr. J. A. Towner, C.A. Mr. Gus. Francq. 
(Vice-President Municipal (Chairman, Municipal Wage 


Commission of the Prov. Board, Province of Que- 
. of Quebec) bec) 
Subject: “Municipal Accounting” “Minimum Wages in Re- 


lation to Costs”. 
ABOUT NEW MEMBERS OF MONTREAL CHAPTER 
J. B. A. Merineau, in his early 40’s has been in the auditor’s de- 
partment at Montreal City Hall for 23 years, where he has gradually 
worked his way up, being now chief auditor and comptroller. He 
is a Certified Public Accountant. 


The Newsprint Industry 


in Canada 


Comment From A Member 
Winnipeg, 5th November, 1935 

“I have read the very well written and illuminating article on the 
‘Newsprint Industry in Canada’ by Mr. John Stadler, read before the 
Montreal Chapter and reported in the October number of “Cost and 
Management”. 

“There is no report of any discussion which may have taken place 
after the reading of this paper, consequently, I do not know whether 
the point I am about to mention was brought forward or not, but there 
is a point on which I want to take some exception. 

“On pp. 306 and 307, while Mr. Stadler says ‘I do not want to criti- 
cize you fo& having set up such statements,’ his comments do actually 
amount to a criticism, and I might be prepared to agree with him that 
criticism is desirable. Unfortunately, his criticism falls on the wrong 
profession. 


344 








NEWSPRINT INDUSTRY 


“To further quote Mr. Stadler, please note the following passages 
in reference to questions of valuations in newsprint plants in and 
around the year 1929:— 

“Tt is really remarkable how men of your profession have been 
able to substantiate values as shown under the heading of as- 
sets of Canadian Paper Companies.” 

“So far as you are concerned as accountants, I feel that you 
have stretched your imaginations, otherwise you could not have 
certified such book values as the Canadian Newsprint Industry 
was representing in 1929.” 

“The whole section headed ‘Values exaggerated’ commencing on pp. 
306 and stretching to 307, together with the following section headed 
‘Industrial Engineering in Newsprint’ seems to assume that account- 
ants have the responsibility of valuing plants and properties for the 
purpose of prospectuses or circulars spread broadcast for the investing 
public’s reading. Actually, however, accountants were not, in any case 
I have ever known, responsible for these valuations, nor have I ever 
known any accountant issue a statement which included these valu- 
ations without stating distinctly that the figures were as given in an 
appraisal, quoting the name of the appraisal company. I have already 
said that I might be disposed to agree that some criticism is not out of 
place, but let the criticism rest upon the heads of those responsible, 
and not upon the accountant, whose sole duty in the matter was to bring 
into the Balance Sheet the figures certified by the appraisal company, 
and state the facts, and which, so far as I know, is always done. 

“This letter is not written necessarily for publication. I would 
much prefer that the gist of this be placed before Mr. Stadler, and that 
some note might be made in future issue of the point raised with Mr. 
Stadler’s reaction. 

“With kind regards, 
Yours Sincerely,” 
John Parton 
Speakers Reply 
Montreal, November 16th, 1935 

“Thank you very much for your letter of November 9th and en.- 
closure being a communication received by your Society from one of 
your prominent members.” 

“I have read the communication with much interest, but there is 
nothing in it that I could comment upon except to add that if you were 
an association of accountants only, then the view expressed by your 
member pertaining to values, etc., might have a leg to stand upon, but 
if you would do so, then you would have to acknowledge that account- 
ants pass any figure submitted to them and enter them in their books 
which, I am sure you will agree with me, cannot be the policy of a seri- 
ous accountant. 
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“When you consider that your Association is composed of cost ac- 
countants and industrial engineers, the question of values becomes a 
very important factor, and consequently when the set-up of figures goes 
beyond the activity of accountants, they must call for an industrial 
engineer to supply and confirm such data as is necessary for the ac- 
countant to justify his set-up. 

“If the accountant does not do this, then I believe he has failed in 
his duty. If the accountant on the other hand has been supplied with 
tigures which give exaggerated values and he has any doubt about it at 
all, then I believe that in the statement produced that he should expose 
the source of information which is used in his set-up. 

“It might interest you to know that only very recently there have 
been submitted to me figures prepared by a very well established firm 
of accountants, who I believe are even members of your Association, 
and I was amazed at the exaggerated values used for a property. 

“T asked the respective firm who supplied the values and I found 
that a Canadian firm was appraised by an engineer from a country 
outside of Canada. I have had occasion to come up against this engin-- 
eer before and consequently I told the firm of accountants that it would 
be in their interest to have the figures verified. Whether they have 
done so or not, I do not know, but it simply shows that even to-day 
accountants are a little too easy going in using valuations supplied by 
people who are, in my opinion, not fully qualified 

“T have been exceedingly long in my reply but if you care to for- 
ward same to your member no doubt he might draw from same what 
I have in mind when I refer to the exaggerated valuations of the indus- 
try. No matter from which angle I look upon it, I cannot dq other- 
wise than to state that I meant what I said. 

“Yours very truly” 
John Stadler 


TARIFF and TAXATION 


Some recent Orders-in-Council, rulings, etc. 
Intermediate Tariff Extended to Guatemala 

By Order in Council (P.C. 2085), dated 20th July, 1935, copy 
herewith, to be published in the Canada Gazette on 27th July, 1935, 
the benefit of the Intermediate Tariff is extended to products originat- 
ing in and coming from Guatemala when imported direct, conveyed 
without trans-shipment from a port of Guatemala or from a port 
of a country enjoying the benefit of the Preferential or Intermediate 
Tariff into a sea, lake or river port of Canada. 

Note that, in addition to the benefits of the Intermediate Tariff, 
the products of Guatemala on importation into Canada shall not be 
subjected to higher duties or charges than those paid on like articles 
to produce or manufacture of any other foreign country. 
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» The MADAS Model 20 AA is second to none in the 
three principal qualities requisite in a modern calcu- 
lating machine, 1.e., excellence of material and con- 

, struction, speed and simplicity in operation, and full 
automatic features of mechanical dependability. 

The process of Multiplication as well as Division is en- 

tirely automatic. A very clever device enables the set- 
ting of both multiplicand and multiplier to be made 

y on one and the same keyboard, thereby considerably 

, reducing the space which would otherwise be occupied 

; by a double keyboard. 

’ er as 

M. P. Hofstetter 

, 56 Temperance St. 726 Notre Dame St. W. 

: Toronto, Canada. Montreal, Canada. 
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Intermediate Tariff Extended to Panama 

By Order in Council (P.C. 2088), dated 20th July, 1935, copy 
herewith, to be published in the Canada Gazette on 27th July, 1935, 
the benefit of the Intermediate Tariff is extended to products originat- 
ing in and coming from Panama when imported direct, conveyed 
without trans-shipment from a port of Panama or from a port of 
a country enjoying the benefit of the Preferential or Intermediate 
Tariff into a sea, lake or river port of Canada. 

Note that, in addition to the benefits of the Intermediate Tariff, 
the products of Panama on importation into Canada shall not be 
subjected to higher duties or charges than those paid on like articles 
the produce or manufacture of any other foreign country. 

Intermediate Tariff Extended to Hayti 

Referring to Order in Council (P.C. 1238), dated the 10th May, 
1935. published in Memo, No. 820, you are adbised that by Order in 
Council (P.C. 2084), dated the 20th July, 1935, copy herewith, the 
benefit of the Intermediate Tariff is extended to products originating 
in and coming from Hayti, when imported direct, conveyed without 
trzns-shipment from a port of Hayti or from a port of a country en- 
joying the benefit of the Preferential or Intermediate Tariff, into a 
sea, lake or river port of Canada, to continue in force for a period 
of nine months from the 15th July, 1935, and thereafter until with- 
drawn by Order in Council. 

Note that, in addition to the benefits of the Intermediate Tariff, 
the products of Hayti on importation into Canada shall not be 
subjected to higher duties or charges than those paid on like articles 
the produce or manufacture of any other foreign country. 





Intermediate Tariff Extended to Costa Rica 

By Order in Council (P.C. 2086), dated 20th July, 1935, copy 
herewith, to be published in the Canada Gazette on 27th July, 1935, 
the benefit of the Intermediate Tariff is extended to products originat- 
ing in and coming from Costa Rica when imported direct, conveyed 
without trans-shipment from a port of Costa Rica or from a port of 
a country enjoying the benefit of the Preferential or Intermediate 
Tariff into a sea, lake or river port of Canada. 

Note that, in addition to the benefits of the Intermediate Tariff, 
the products of Costa Rica on importation into Canada shall not be 
subjected to higher duties or charges than those paid on like articles 
the produce or manufacture of any other foreign country. 


Intermediate Tariff Extended to Bolivia 
By Order in Council (P.C. 2087), dated 20th July, 1935, copy 
herewith, to be published in the Canada Gazette on 27th July, 1935, 
the benefit of the Intermediate Tariff is extended to products originat- 
ing in and coming from Bolivia when imported direct, conveyed 
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without trans-shipment from a port of Bolivia or from a port of 
a country enjoying the benefit of the Preferential or Intermediate 
Tariff into a sea, lake or river port of Canada. 

Note that, in addition to the benefits of the Intermediate Tariff, 
the products of Bolivia on importation into Canada shall not be 
subjected to higher duties or charges than those paid on like articles 
the produce or manufacture of any other foreign country. 


Tariff Change by Order in Council 

By Order in Council (P.C. 2430), dated 14th August, 19385, passed 
under the authority of paragraph (k) of Section 284 of the Customs 
Act, it is ordered that the articles or commodities hereinafter enu- 
merated be granted the tariff treatment hereunder indicated: 

“Metal alloy slugs, cast, with diamonds or diamond chips em- 

belded therein, of any size or shape, in condition as from the 

mould, and metal alloy strip containing not less than 33 1/3 p.c. 

by weight of nickel and 12 p.c. by weight of chromium, when for 

use in Canadian manufactures— 


British. Eretonential.Tarut o/..20.5.aen-saoe- ree 
Pniternieeiste. Varies 5.6 hiss ge os ms eelciavas Free 
Genorel. “FASHe ssnicasccn sx cce-oscinecneawues Free” 


(To be designated as Tariff Item No. 823). 





. Direct Appeal 
Business Forms 


of all kinds 


to 
Cost Accountants 


General Accountants 





Loose Leaf Binders and 
and Trays Production Executives 
is possible through advertis- 
Card Index ing in Cost and Management. 
Systems 


RATES ON REQUEST 








BUSINESS SYSTEMS 
Limited 50 HARBOUR ST., 


Systems Building, Toronto TORONTO, CANADA 
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The Order in Council referred to is effective on and after 24th 

August, 1935, the date of publication in the “Canada Gazette.” 
Marking of Imported Goods 

Referring to Memorandum Series D No. 1, you are advised that 
by Order in Council P.C. 2470, passed on the 14th instant, the follow- 
ing class or description of goods was added to the list of articles 
required to be marked with an indication of the country of origin 
on importation into Canada, under Section 16 of the Customs Tariff, 
effective from and after the first day of December, 1935: 

15. Tableware of semi-porcelain, white granite, ironstone, earth- 

enware, stoneware, or pottery. 
Regulations 

(a) Tableware of the description or class referred to above must be 

marked on each piece, except in instances where a lid or cober 

accompanies a pot, bowl or dish, in which case the lid or cover 

need not be marked where the pot, bowl or dish itself bears an 

indication of the country of origin. 
(b) An indication of the country of origin will not be accepted as 
complying with the requirements as to permanency if, although 
otherwise satisafctory, the marking has been accomplished by 
means of painting or stamping after the articles have been kiln- 
fired in the process of manufacture, and payment of additional 
duty of 10 per cent will be required in respect of all such goods. 
Until further instructed, however, tableware as specified in the 
Order in Council referred to herein, not marked or not sufficient- 
ly marked at the time of importation may, after payment of the 
additional 10 per cent duty, be marked by means of stamping or 
painting or by means of an adhesive label. 
With respect to tableware as described herein, the department 
will accept the name of the country alone as a satisfactory in- 
dication of the country of origin, and will also accept the name of 
the manufacturing or producing firm accompanied by the country 
of origin, without the inclusion of the city or province in that 
country n which the manufacturer or producer is located. In the 
case of tableware as described herein, the words “Made in,” 
“Produced in,” or words of similar import are not required. 
Importers of this class of goods should be furnished with a copy 
of this memorandum. 


— 


(ce 


Re Products of Australia 
Herewith copy of Order in Council (P.C. 2584), passed on the 
21st August, 1935, providing that goods theproduce or manufacture 
of the Commonwealth of Australia shall enjoy, on importation into 
Canada, tariff treatment not less favourable than that accorded to 
like goods the produce or manufacture of any foreign country. 
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HEAD OFFICE & FACTORY - 300 CAMPBELL AVE, TORONIO 9, ONT & 











One of the Bureau's Operating Offices 


A FACT-FINDING SERVICE 
FOR ANY BUSINESS 


Any accounting organization can obtain important 
figures and statistics with gratifying speed and econo- 
my through the International Tabulating Service Bur- 
eaux. These Bureaux are fully equipped with the lat- 
est International Electric Book-keeping and Account- 
ing Machines and are in charge of expert operators 
and competent supervisors. 


Accounting reports, statistical records—in fact any 
tabulation of facts can be quickly and economically 
obtained. The advantages of the latest IBM equip- 
ment are at your immediate disposal. 


These Service Bureaux are located in all important 
cities and will work with you on any basis—weekly, 
daily or hourly. Naturally, strictest confidence is an 
underlying principle in the handling of all data. De- 
scriptive folder gives detailed information. 


Write for free copy 


INTERNATIONAL BUSINESS MACHINES CO., LIMITED 


> BRANCH OFFICES IN ALL OF THE PRINCIPAL CITIES 


Cama 
SUCHIN? 
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This will apply to all goods covered by the Order in Council re- 
ferred to, imported or taken out of warehouse for consumption on 
and after the lst September, 1935, and also to goods previously im- 
ported for which no entry for consumption was made before that date. 
NOTE: The provisions of the Order in Council are supplementary 
to, and do not affect in any manner, the extension of the British 
Preferential Tariff to the Commonwealth of Australia, or rhe pro- 
visions of the Australian Trade Agreement, 1931. 


Re Products of New Zealand 

Herewith copy of Order in Council (P.C. 2585), passed on the 
21st August, 1935, providing that goods theproduce or manufacture 
of New Zealand shall enjoy, on importation into Canada, tariff treat- 
ment not less favourable than that accorded to like goods the pro- 
duce or manufacture of any foreign country. 

This will apply to all goods covered by the Order in Council re- 
ferred to, imported or taken out of warehouse for consumption on 
and after the 1st September, 1935, and also to goods previously im- 
ported for which no entry for consumption was made before that date. 
NOTE: The provisions of the Order in Council are supplementary 
to, and do not affect in any manner, the extension of the British 
Preferential Tariff to New Zealand, or the provisions of the New 
Zealand Trade Agreement, 1932. 


Departmental Rulings 

Juvenile periodical publications, viz., “Famous Funnies” and 
“Mickey Mouse Magazine.” Tariff item 171a. 

Salt and Pepper Shakers and other bottles and jars, of glass, 
with removable electro-plated metal tops. Tariff item 362 when in- 
voiced and imported as entities; the bottles under tariff item 326 
and the electro-plated tops under tariff item 362 when invoiced and 
packed separately. : 

The “Promar” and “Promi” Microprojectors, per illustrations, 
designed for the projection of botanical and entomological specimens 
mounted on slider. Tariff item 463. 

The “Hauch” Weed Burner, per illustration, an implement de- 
signed for sterilizing poultry houses, fox pens and poultry and fox 
run-ways, burning weeds, etc., by means of a spray of fire. Tariff 
item 409f. 

Traction engines for farm purposes, equipped with electric light- 
ing systems and/or other accessories are admitted duty free under 
tariff item 409m so long as the value of the tractor complete with the 
‘ ¢hting system and/or other accessories is not more than fourteen 
hundred dollars. Traction engines classified under other tariff items 
are dealt with similarly. This ruling in effect on and after the 1st 
of January, 1935. 
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